Enhancing Customer Satisfaction level in Banks: Issues and Challenges by Kaptan, Sanjay S. & Devi, Ms. Rajkumari Tamphasana
VOLUME-II, ISSUE-I                                                                                        ISSN (Online): 2454-8499             
 INTERNATIONAL RESEARCH JOURNAL OF MULTIDISCIPLINARY STUDIES  
1st January, 2016   Page 1 
Website: www.irjms.in                                    Email: irjms2015@gmail.com, irjms.in@gmail.com 
Enhancing Customer Satisfaction level in Banks: Issues and Challenges 
 
Dr. Sanjay S. Kaptani, Ms. Rajkumari Tamphasana Deviii 
1 Prof. &  Head,  Department of Commerce, Savitribai Phule Pune University. 
1 Ph.D. Research Scholar & Teaching Associate, Department of Commerce, Savitribai Phule 
Pune University. 
Abstract: The purpose of this study is to know the factors that have impact on the level of 
customer satisfaction in banking sector. Further, the authors have also suggested some measures 
that will help in enhancing the level of customer satisfaction. Customer satisfaction is the most 
important input that influences the success of the organization, because it is the quality of 
services that matter the most. Hence, it becomes an essential for every banking sector to design 
an appropriate policy to satisfy the customer and improve their level of satisfaction.  
Introduction: 
Customer satisfaction has become a very 
important issue in service sector industries. 
Customer satisfaction which is a dormant 
player in Indian economy has emerged as a 
major player since liberalization. 
Liberalization has influence significantly the 
role and contribution of services sector in 
the economy. The rapid growth of service 
sector especially financial services, health 
care, education and tourism has helped the 
economy to gain the advancement and GDP. 
Similarly there is a continuous increase in 
the number of employees, business and 
customers’ size.  
The increase in the size of customers on the 
one hand is the indicator of the growth of 
service sector and on the other hand it also 
indicate that there is an urgent need to 
improve the management of service quality 
and the customer focus approach in service 
sector. If the service sector fails to rightly 
nurture its customer segment than the 
advantages gained by this sector will be loss 
in a very short prime time. Thus, it is not 
other factor but service sector influences the 
success of the economy. From this point of 
view the idea of customer satisfaction has 
been review by many experts and practicing 
managers.  
Banks is one of the important financial 
services. The growth of banking sector is 
multifold. Many new private banks have 
come up along with that there is a 
continuous increase of the branches in 
private sector banks. This expansion of 
banking services has multiple the number of 
customers and users of banking services.  
The success of banking services is depends 
to a great extent to a customer pragmatic 
services and a focus approach to address 
customers’ problems.  
Statement of Problem: 
Customer satisfaction is one of the core 
components of the total marketing process. 
However, it is the most visible component 
having direct impact on customers’ 
perception regarding image of the 
institution. It is not the quality of the product 
but the quality of services which the 
customers faced before experiencing the 
quality of the product he encounter the 
company through which he received. Failure 
to offer right quality of services is the way 
to failure of the company or institutions to 
deliver the goods and services in the right 
manner. 
From this point of view quality of services is 
the most visible important factor. In case of 
banking and other financial institution, 
service quality is the prime important 
because a           dis-satisfied customer often 
never visits the institution again. As rightly 
said – it is easy to lose the customer in 
second, but it takes months to find one. 
Therefore, quality of service is considered as 
prime issue before every institution. In this 
paper, the authors have discussed the issues 
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related with customer satisfaction for 
banking institutions. Hence the title of the 
paper is “Enhancing Customer Satisfaction 
Level in Banks: Issues and Challenges”.  
Relevance of the Study:  
Banks as an institution provides its services 
to a large section of the society. However, it 
is the quality of services that matter the 
most. Banks being a service organization 
depends totally for their success on quality 
of services they provided to their valued 
customers.  
Research regarding improvement of quality 
of services has taken placed in many 
platforms by different experts and 
researchers. Banking sector also undertaken 
to a number of studies to identify the 
customers that influences the banking 
services. Most of the study if focus on how 
to improve the quality of service and 
enhance the level of customer satisfaction in 
banking sector. But the core issue is not only 
improving the quality, but at the same time 
developing a system to measure the quality 
of service and identify the parameters where 
the service quality remained poor. This will 
not only help in improving the quality of 
service, but at the same time it will also help 
in identifying the factors where quality of 
service remained poor. It is a sign of SWOT 
analysis of service quality in banks. From 
this point of view the present paper has great 
relevance.  
Objectives of the study: 
The principle objectives of the study are as 
follows: 
1. To understand the concept of 
customer satisfaction in the context 
of banking services. 
2. To examine the factor that influences 
the level of customer satisfaction in 
banks. 
3. To identify the gap between desired 
and actual service quality that affects 
the level of customer’s satisfaction. 
4. To suggest measures for 
enhancement of customer 
satisfaction in banking industry.   
Premises  
The study is based on the following 
premises: 
1. The essential requirement for long 
term and perpetual success for a 
service industry like banks is to 
develop a customer focus approach. 
2. The most important ingredients for 
instituting a right management policy 
is to understand the customers and 
identify the factors that enhance the 
level of customers’ satisfaction. 
Working Definitions:  
 Customers: A customer is an 
individual or businesses that 
purchase the goods and services 
from the shop or business houses. 
 Customer’s satisfaction: Customer 
satisfaction refers to meeting 
expectation of the customers from 
the business. In other word, it is a 
measure of how the institution meets 
their customers’ expectation through 
their products and services.  
 Customer relationship 
management: Customer relationship 
management refers to the actions 
taken by the company to manage 
company’s interaction with the 
customers, with an aim of improving 
business relationship with customers, 
assisting in customer retention and 
attract new customers.  
 Customer satisfaction Index: 
Customer satisfaction index is a tool 
that measures the strengths and 
weaknesses of the company in 
relation to managing their relation 
with the customers.  
Review of literature:  
The book titled “Customer Service in 
Indian Banks” edited by G Gopala Murthy 
is a compilation of various article written by 
VOLUME-II, ISSUE-I                                                                                        ISSN (Online): 2454-8499             
 INTERNATIONAL RESEARCH JOURNAL OF MULTIDISCIPLINARY STUDIES  
1st January, 2016   Page 3 
Website: www.irjms.in                                    Email: irjms2015@gmail.com, irjms.in@gmail.com 
different experts. In overall the book provide 
a detailed coverage of the imperatives of 
customer service as well as the various tools 
and approaches to customer service and 
grievances. It also presents some of the 
cases on banking, which were decided in 
different consumer forums.  
The book titled “Customer Relationship 
Management” written by Dr. K. Govinda 
Bhat highlight the theoretical concept of 
customer relationship management. It also 
emphasis on the implementation of CRM by 
the company, as a customer retention 
strategy. The author also brings out some 
case study relating to opportunities and 
challenges of CRM.  
V. Kumar and Werner J. Reinartz’s book 
titled “Customer Relationship 
Management” emphasis on application and 
impact of CRM on marketing channels. It 
also highlights the conceptual theory of 
customer based marketing metrics.  
The research paper titled “Evaluating 
Customer Satisfaction in Banking Sector” 
by Irina Bena offers an approach to 
customer satisfaction evaluation in the 
banking services, with focus on a Romanian 
Bank. For the purpose the author has 
established the dimensions of satisfaction 
according to the area of business and the 
company’s specific and based on this the 
author evaluate the satisfaction level of the 
customer.  
Discussions:  
1. Customer satisfaction: Conceptual 
analysis: 
The concept of customer satisfaction 
though deals with market; it is 
general indicator of users. It is also 
indicates how users, customers and 
society at large look at the company 
and form opinions about the 
company. Nothing is more important 
than the end results of customer 
satisfaction. A customer judges the 
quality of service only through the 
experience he gets after consuming 
or using the products. There is no 
way to measure customer willingness 
for the rapid buying of the product 
but the extension to which he satisfy 
with the product. The term customer 
satisfaction often defined as – “The 
degree of satisfaction provided by 
the goods and services of a company 
as measured by the number of repeat 
customers”1   
Different experts have undertaken 
studies regarding customer 
satisfaction and have realized that the 
lesser the gap between expectation 
and reality, higher is the customer 
satisfaction. 
                                                             
1 
http://www.businessdictionary.com/definition/customer-
satisfaction.html#ixzz4CCoCPfpK 
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Following are the reason that shows why the customer satisfaction is important.  
             
Figure 1: Importance of Customer satisfaction 
How customer satisfaction 
differentiates different organizations 
is the point that one should 
understand. Customer satisfaction 
changes the overall perception of the 
customer towards the product and 
services and even towards the 
organization. It becomes a point of 
distinction and a measuring tool for 
the customer. It helps the company 
to establish at competitive age at 
market. It reduces company’s efforts 
to attract new customers and retained 
the existing. The life span of the 
company can be enhanced through 
satisfying the customers.  
In case of banking organization, 
customer satisfaction matter the most 
for variety of reasons. Few can be 
highlighted as under: 
i. Banking sector is 
continuously 
enhancing its scope of 
activities. 
ii. The economic 
reforms have 
minimized the control 
of liaison, permit 
rash, etc.  
iii. The concept of 
competitive age has 
quite important due to 
competition among 
public and private 
sector banks. 
iv. The new age work 
culture demand a 
more focus approach 
in banking industry.  
2. Determinants of Customer 
Satisfaction in Banks:  
A variety of factors influences the 
services of banks. The sole purpose 
of developing a customer satisfaction 
system is to identify the factors that 
contribute in making totally satisfied 
customers. A totally satisfied 
customer is the one who exhibit 
loyalty to products and services, 
towards the company and always 
preferred its product and services 
than others. A successful business is 
usually known by number of 
satisfied customers.  
Indicator of 
customer's 
loyalty 
Point of 
differentiation 
Reduce 
customer 
churn  
Increase 
customer 
lifetime value 
Reduce 
negative word 
of mouth 
Cheaper to 
retain 
customers 
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According to a Mckinsey it is found 
that an unhappy tells between 9-15 
people about their experience. In 
fact, 13% of unhappy customers tell 
over 20 people about their 
experience. Therefore, it is essential 
that appropriate policy be design for 
satisfying the customers. In case of 
banking sector, customer satisfaction 
has become very important. Banks 
cannot survive if they do not develop 
appropriate measures to improve the 
level of customer satisfactions.  
Following are the determinants of 
service quality in banks: 
a) Identifying the opportunities 
offered by the Banks. 
b) Examine the types of 
expectation of customers 
from the Banks. 
c) Identify the points or factors 
that are considered as prime 
important by the customers.  
d) Classify the parameters of 
customer satisfaction on 
different criteria.  
e) Rank and value these 
parameters in term of cost, 
utility to customers, value 
addition and addition to 
customer satisfaction. 
f) Examine how these factors 
influences cost of 
administration, system of 
delivery, quality composition 
as well as mechanism of 
customer services 
management.  
g) To assess the competitive age 
that a bank can have over 
other institutions due to 
superity of its customer 
services. 
h) To develop a scale to 
measure the level of 
satisfaction among the 
customers.   
3. Measuring the gap between 
expected and actual satisfaction 
and its effect on customer 
satisfaction: 
The process of customer satisfaction 
is extremely dynamic and emphasis 
on continuous improvement. No 
institutions can have totally satisfied 
customers for long. There are various 
factors that influence the level of 
customer satisfaction and this 
satisfaction keep on changing 
because of change in the competitive 
system, environment and change in 
profile of the customers. The 
customers as a general rule keep on 
expecting something new, innovative 
and improvement over time; which is 
why there should be improvement in 
the areas of customer satisfaction. 
In case of banking institutions, 
growth of technology changes in the 
competitive, development in the 
economic environment and other 
rapidly changing factors are all 
influencing the quality of customer 
satisfaction in Banks.  
One can identify the following 
factors of changing quality of 
customer satisfaction: 
a) Liberalized economic 
environment. 
b) Growth of market 
mechanism. 
c) Increase in number of private 
sector banks, posing a direct 
challenge in monopolistic 
environment. 
d) Emergence of new age 
technology, changing 
expectation of customers 
from banks. 
e) Increase in cost of getting a 
new customer as compared to 
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the cost of retaining the 
customers.  
The customer satisfaction 
measurement index is a kind of 
benchmark. With the help of it the 
bank can identify where they stand. 
It is a system of measuring 
appropriateness of dealing 
mechanism and measuring the gap 
between desire and actual level of 
customer satisfaction.  
With the introduction of customer 
satisfaction measurement index, the 
banks can easily know where they do 
stand presently and why they cannot 
beat the competitors in a given 
situations. Following diagram 
explained the various drivers of 
satisfaction:  
 
Figure 2: Drivers of Satisfaction 
 
              
                    Source: G Gopala Customer Service in Indian Banks (2006), Icfai.  
There has to an appropriate gap 
analysis which can help the banks to 
measures the reason of low quality of 
customer satisfaction and its 
implication on cost of services, lose 
in term of customers to be retained 
and failure to attract new customers 
due to poor delivery mechanism.  
The term gap analysis is use to 
measure the distance between 
desired and actual level of 
satisfaction.  For analyzing the gap, 
one should understand the services 
provided by the banks and customers 
expectation; which can be rightly 
understood with the help of 
following diagram: 
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Figure 4: Model of Service Quality 
 
4. Measures for enhancing Customer Satisfaction in Banking Sector:  
There are various reasons for having 
gap between the desired and actual. 
This gap indicates the desire of 
dissatisfaction or decrease in the 
number of customers due to growing 
dissatisfaction.  
The gap matrix which is shown 
below explains the reason of 
variation in Banks:  
Figure 3: Gap Matrix 
                 
                             Source: G Gopala Customer Service in Indian Banks (2006), Icfai. 
 
Following are the measures that help in improving the level of customer satisfaction: 
i. Knowledge gap: The 
knowledge gap is the 
principle reason of customer 
dissatisfaction. When the 
banks announce a 
policy/scheme to offer its 
services to its customer then 
for want of sufficient 
information, appropriate 
information and unawareness 
regarding system; this gap 
occurred. Bank management 
can definitely undertake these 
measures:  
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a. Consistency in 
communication 
system. 
b. Clarity regarding 
information. 
c. Avoiding 
unambiguous and 
misleading 
information. 
d. Encourage 
employees’ 
participation in 
healthy customer 
relationship. 
e. Establishing quality 
and standard 
improvement system.  
ii. Delivery Gap: In most of the 
case the employers and the 
customers has different 
perceptions regarding quality 
of customer satisfaction. The 
customers look at the system 
from their point of view and 
the employers look from the 
standard set of rules, 
procedures, etc. naturally this 
also leads to dissatisfaction 
because in certain cases lack 
of human approach and in 
some other cases it results in 
conflict among the 
customers. The customer 
feels that he/she is not rightly 
addressed, fails to understand 
the necessity of having 
procedure and set of rules.  
A few measures can be 
suggested to reduce the 
delivery gap: 
a. Developing a 
customer’s friendly 
approach. 
b. Training employees to 
understand customers 
feeling, emotions and 
problems.  
c. Minimizing the 
number of rules, 
procedure and paper 
work. 
d. Ensuring a 
supervisory support 
system. 
e. Eliminating every 
possible point of 
ambiguity.  
iii. The Expectation and 
Perception Gap: This gap 
occur everyone who is 
promised with certain assure 
services is unwilling to 
compromise certain things 
less than one who is promise. 
In other word, it occurs when 
the banks fails to identify the 
customer’s expectations.  
In order to reduce this gap 
following suggestion are 
made here:  
a) Encouraging a two 
way open 
communication 
system. 
b) Developing on the 
spot or instant 
redressal mechanism. 
c) Establish listening 
post to listen and 
understand the 
problems of 
customers. 
d) Encouraging upward 
communication 
offering FAQ 
(Frequently asked 
question) mechanism 
to reduce queries and 
personal interaction 
with front level staff. 
Implications of the Study:  
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The authors in this paper put forwards the 
need for developing a comprehensive 
customer satisfaction index befitting the 
types of services provided by Banks. Most 
of the Banks has a feedback mechanism. 
However, this feedback mechanism focuses 
on a very narrow manner. The prevailing 
feedback mechanism evaluates the quality of 
services on certain norms. But does not take 
into account the kind of reforms needed 
from the customers point of view. The gap 
between desired and actual level of customer 
satisfaction remain exist due to absent of 
customer participation. In this paper the 
authors have highlighted the need for 
appropriate gap analysis and identify the 
parameters through which the level of 
customer satisfaction can be enhanced. 
Conclusion: 
In the present paper, the authors have focus 
on some important issues related with 
customer satisfaction especially in relation 
to the services offered by banking 
institutions. Important conclusion regarding 
analysis of prevailing system of customer 
satisfaction and need for developing a 
comprehensive customer satisfaction are as 
follows:  
i. At present the focus of Banks is 
mainly on developing a standard 
delivery mechanism. 
ii. Banks are enhancing the quality of 
services by improving the delivery 
mechanism. However, the 
customer’s expectation regarding 
services is not an issue that rightly 
covers in this process. 
iii. The gap between desired and actual 
level of customer satisfaction can be 
met only after understanding and 
analysis the factors that are 
responsible for growing customer 
dissatisfaction, discomfort and 
failure to expand the quality services. 
iv. In order to reduce the gap it is 
needed that customer satisfaction 
index be design on certain 
parameters. 
v. The index should explain the 
strengths and weaknesses of banking 
institutions offering different 
services to customers. This can 
facilitate in reducing the weakness 
and limitations of prevailing system. 
Therefore the need for developing a 
comprehensive customer satisfaction 
index is rightly satisfied.  
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